BEFORE JAMES A. DODRILL, INSURANCE COMMISSIONER
OF THE STATE OF WEST VIRGINIA
In the Matter of:
PINNACLEPOINT INSURANCE COMPANY (NAIC#15137)
ADMINISTRATIVE PROCEEDING NO. 20-AP-FINCON-02010

AGREED ORDER ADOPTING REPORT OF FINANCIAL EXAMINATION
AND DIRECTING ACTION

COMES NOW James A. Dodrill, Insurance Commissioner of the State of West Virginia
(hereinafter the “Insurance Commissioner”), and issues this Order which adopts the REPORT OF
FINANCIAL EXAMINATION as of December 31, 2018, of PINNACLEPOINT INSURANCE
COMPANY (hereinafter referred to as “Company”) based upon the following findings, to-wit:

JURISDICTION

1. The Insurance Commissioner is charged with the duty of administering and

enforcing the provisions of Chapter 33 of the West Virginia Code of 1931, as amended.

2. The Company is organized pursuant to provisions of Chapter 33 of the West Virginia

Code.

3. The Company is a multi-state, West Virginia domiciled, stock insurance company
that exclusively writes workers' compensation insurance. The Company was incorporated on January
15, 2013, and commenced business on May 10, 2013. The Company, as a subsidiary of BrickStreet
Mutual Insurance Company ("BMIC"), was added to the BrickStreet Group ("Group") to enhance
the overall "BrickStreet" product platform and enable the Group to compete on a broad range of
business opportunities and offer more pricing flexibility. The goal of this subsidiary is to be
licensed in all states in which BMIC is licensed, and to offer non-tiered products in the states that do

not allow the tiered products offered by BMIC. The Company was a 2% participant in the Group's
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pool.

4. The Company, along with the other members of the Group, specializes in being a
mid to large account workers' compensation carrier with expertise in coal, oil and gas,
manufacturing, construction, and healthcare. The Company writes the non-standard rate tier for the
Group, as of December 31, 2017.

5. On April 24, 2017, BMIC finalized an "affiliation" with Motorists Mutual Insurance
Company ("Motorists Mutual"), an Ohio domiciled mutual insurance company, whereby Motorists
Mutual became the controlling entity of BMIC and its subsidiaries by virtue of Motorists Mutual’s
ability to direct or cause the direction of management and policies of BrickStreet and its subsidiaries.
Prior to its affiliation with BrickStreet, Motorists Mutual had entered into other affiliations. The
group of companies, which now included BrickStreet and its subsidiaries, was collectively referred
to as the Motorists Insurance Group.

6. On January 1, 2018, the Company, its parent and other affiliates became participants
in the Reinsurance Pooling Agreement with the other members of the Motorists Insurance Group
(“Motorists Pool”).

FINDINGS OF FACT

1. An examination of the financial condition and operational affairs of the Company,
for the period beginning January 1, 2018 and ending December 31, 2018, was conducted by the
Insurance Commissioner in accordance with West Virginia Code §33-2-9(c).

2. On April 3, 2020, the examiner filed a Report of Financial Examination with the
Insurance Commissioner pursuant to Code § 33-2-9(j)(2). A copy of the Report of Financial
Examination is attached hereto as Exhibit A and incorporated herein as if set forth in full.

3. On or about May 22, 2020, a true and accurate copy of the Report of Financial

Examination was forwarded to Thomas J. (TJ) Obrokta, Jr., via email. A copy of the letter dated



May 22, 2020, and which accompanied the Report, is attached hereto as Exhibit B.

4, Pursuant to Code § 33-2-9(j)(2), the Company was notified and afforded a period of
thirty (30) days after receipt of the Report of Financial Examination within which to make a
submission, rebuttal, or objection concerning any matter contained in the report.

5. By letter dated May 26, 2020, management of the Company indicated that they had
reviewed the Report of Financial Examination and concurred with the findings of the examination.
A copy of the Company’s letter of May 26, 2020 is attached hereto as Exhibit C.

CONCLUSIONS OF LAW

1. Code § 33-2-9(j)(2) provides that no later than sixty (60) days following completion
of the examination, the examiner in charge shall file with the Insurance Commissioner a verified,
written Report of Financial Examination under oath and, upon receipt of the verified report, the
Insurance Commissioner shall transmit the Report of Financial Examination to the Company with
a notice that shall afford the Company a reasonable opportunity of not more than thirty (30) days to
make a written submission or rebuttal.

2. Code § 33-2-9(j)(3) provides that within thirty (30) days of the end of the period
allowed for the receipt of written submissions or rebuttals the Insurance Commissioner shall fully
consider and review the Report of Financial Examination, together with any written submissions or
rebuttals and shall enter an order adopting the Report of Financial Examination as filed or with
modifications or corrections, enter an order rejecting the Report of Financial Examination with
directions to the examiners to reopen the examination or call for an investigatory hearing.

ORDER

Based upon the agreement of the parties as aforesaid, it is ORDERED as follows:

1. The Report of Financial Examination of the Company, attached hereto as Exhibit A,
is hereby ADOPTED and APPROVED by the Insurance Commissioner.

2, A copy of this Agreed Order Adopting Report of Financial Examination and
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Directing Action and the Report of Financial Examination shall be mailed to the Company via
certified mail, return receipt requested upon entry by the Insurance Commissioner.

3. The Company shall file with the Insurance Commissioner, within thirty (30) days of
the issuance of this Agreed Order, affidavits executed by each of its directors stating under oath
that they have received a copy of the Report of Financial Examination and a copy of this Agreed

Order Adopting Report of Financial Examination and Directing Action in accordance with Code §

33-2-9()(4).

4. The Company shall take whatever actions are required to comply with the
recommendations set forth in the Report of Financial Examination, if any, and shall demonstrate
compliance to the satisfaction of the Insurance Commissioner, if necessary.

5. The Company waives its rights to any notice, administrative hearing or appeal
therefrom for the actions taken by the Insurance Commissioner in issuing this Agreed Order

Adopting Report of Financial Examination and Directing Action. The Company reserves its rights

to notice, administrative hearing or appeal for any future enforcement actions taken by the
Commissioner that might result from this Agreed Order, if any.
6. This matter shall be dismissed from the administrative docket of the Insurance

Commissioner.

Entered this EM day of \)UM , 2020.

James
West Virginia Insurance Commissioner

THE PARTIES DO SO AGREE:
OFFICES OF THE INSURANCE COMMISSIONER

STATE OF WEST/vy;A ,
By: /é

Gfeg Efam, Associate General Counsel




et/ 20/ 20

PINNACLEPOINT INSURANCE COMPANY

Thomas J. Obrokta, Jr.
[Print Name]

Signed: (:)Ly QM‘;Q; S

President and Chief Executive Officer

By:

Its:

M
Dated: —__ayzs 2020
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SALUTATION
April 3, 2020

Charleston, West Virginia

The Honorable James A. Dodrill

West Virginia Insurance Commissioner
900 Pennsylvania Ave.

Charleston, West Virginia 25302

Pursuant to the authority vested in the West Virginia Offices of the Insurance Commissioner
(“WVOIC”), as well as rules, regulations and procedures promulgated by the National Association
of Insurance Commissioners (“NAIC”), an examination has been made of the administrative
affairs, books, records, and financial condition of:

PinnaclePoint Insurance Company
400 Quarrier Street
Charleston, WV 25301

hereinafter referred to as the “Company”. The following Report of Examination is respectfully
submitted.
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SCOPE OF EXAMINATION

The examiners have performed a multi-state financial examination of the Company. The last
examination covered the period from May 10, 2013 through December 31, 2017. The examination
commenced on April 19, 2019 pursuant to W.Va. Code §33-2-9(a), as amended, and covers the
one-year period from January 1, 2018 through December 31, 2018. The December 31, 2018
examination of the insurance companies comprising the Encova Mutual Insurance Group
(“Encova”), formerly known as the Motorists Insurance Group (“MIG”) was called by the Ohio
Department of Insurance (“ODI”). In order to bring the Company to the same examination cycle,
the WVOIC participated in a coordinated examination of Encova. The Pennsylvania Department
of Insurance (“PDI) also participated in the coordinated examination for the Pennsylvania

domiciled subsidiaries AlleghenyPoint Insurance Company and NorthStone Insurance Company.

As part of the examination of the Encova affiliated companies, Thomas Botsko ACAS, MAAA,
Chief P&C Actuary from the ODI led the actuarial reserving review for all the entities within
Encova under exam. The examiners considered the supporting workpapers of the ODI, who also
concluded that the recorded loss and LAE reserves make a reasonable provision for all outstanding
liabilities as of December 31, 2018.

Examiners relied on work of IT Specialists from ODI for review of IT general controls.

The purpose of this examination is to assess the financial condition of the Company and set forth
findings of fact (together with citations of pertinent laws, regulations and rules) with regard to any

material adverse findings disclosed by the examination.

The general procedures of the examination followed rules and standards as set forth in the NAIC
Financial Condition Examiners Handbook (“Handbook”) and West Virginia Laws, Regulations,
and Directives of the WVOIC. The examination was conducted to evaluate the financial condition
and identify prospective risks of the Company by obtaining information about the Company
including corporate governance, identifying and assessing inherent risk within the Company and
evaluating system controls and procedures used to mitigate those risks. In addition, the principles

used and significant estimates made by management, as well as evaluating the overall financial
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statement presentation, management’s compliance with Statements of Statutory Accounting

Principles (“SSAP”) and annual statement instructions were assessed.

All accounts and activities of the Company were considered in accordance with the risk-focused
examination process. Accordingly, planning materiality and tolerable error thresholds were based
on professional judgment after considering the nature of the business written by the Company,

operating results, and the Company's financial position as of December 31, 2018.

The report is presented on an exception basis. It is designed to set forth the facts with regard to
any material adverse findings disclosed during the examination. If necessary, comments and
recommendations have been made in those areas in need of correction or improvement. In such
cases, these matters were discussed with responsible Company officials during the course of the
examination.

SUMMARY OF SIGNIFICANT FINDINGS

The Company was not in compliance with W. Va. Code §33-27-5 in that the Company did not
comply with the terms of the Intercompany Service and Cost Sharing Agreement (“Agreement”)
that was approved by the WVOIC. Specifically, the Company did not follow the terms of the
Agreement in regards to the settlement of the intercompany balances, incorrect calculation and
timely settlement of the intercompany balances and late calculation of intercompany balances

owed and receivable. The issues were pervasive during 2018 and during the first half of 2019.
HISTORY

The Company is a multi-state, West Virginia domiciled, stock insurance company that exclusively
writes workers’ compensation business, was incorporated on January 15, 2013 and commenced
business on May 10, 2013. The Company, as a subsidiary of BrickStreet Mutual Insurance
Company (“BMIC”), was added to the BrickStreet Group to enhance the overall “BrickStreet”
product platform and enable the group to compete on a broad range of business opportunities and
offer more pricing flexibility. The goal of this subsidiary is to be licensed in all states that BMIC
is licensed, and to offer non-tiered products in the states that do not allow the tiered products
offered by BMIC.
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The Company, along with the other members of the BrickStreet Group, specializes in being a mid
to large account workers’ compensation carrier with expertise in coal, oil and gas, manufacturing,

construction, and healthcare. The Company writes the non-standard rate tier for the Group.

On April 24, 2017, BMIC finalized an “affiliation” with Motorists Mutual Insurance Company
(“Motorists Mutual™), an Ohio domiciled mutual insurance company, whereby Motorists Mutual
became the controlling entity of BMIC and its subsidiaries, by virtue of Motorists Mutual’s ability
to direct or cause the direction of management and policies of BrickStreet and its subsidiaries.
Prior to its affiliation with BrickStreet, Motorists Mutual had entered into other affiliations. The
group of companies, which now included BrickStreet and its subsidiaries, was collectively

referred to as the Motorists Insurance Group.

Effective January 1, 2018, the Company, its parent and other affiliates became participants in the
Reinsurance Pooling Agreement with the other members of the Motorists Insurance Group

(“Motorists Pool”). For additional details, refer to “Reinsurance Pooling Agreement”.

Capitalization

The Company was formed with an initial capitalization of $10,000,000 through issuance of
100,000 shares of common stock, with par value of $10 per share. During 2013, the Company
issued an additional 20,000 shares of common stock with par value of $10 per share, in exchange
for another capital contribution of $200,000. BMIC is the sole owner of the 120,000 shares of
common stock issued and outstanding. During 2018 the Company received a $15 million capital
contribution from its parent, BMIC, in order to qualify for accredited reinsurer status in the State
of Ohio. The Company’s gross paid in capital and contributed surplus increased from $9,000,000
at December 31, 2017 to $24,000,000 as of December 31, 2018.

Dividends
The Company did not pay any stockholder dividends during the exam period.

The Company incurred $54,323 dividends to policyholders during the examination period.
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Mergers/Acquisitions

There were no mergers and acquisitions during the exam period.

Significant changes in key trends

As a result of entering into the new Intercompany Pooling Agreement effective January 1, 2018,

the Company’s presentation of pooled premium balances has changed.

2017 (BrickStreet Pool Only) | 2018 (Motorists Pool)
Percentage of the pool 2% 0.8%
Direct Premiums Written $70,768,457 $81,932,128
Ceded Premiums to affiliates $72,696,929 $87,442,301
Assumed Premiums from affiliates $7,543,197 $12,546,302
Net Premiums Written $7,543,037 $9,276,387

MANAGEMENT AND CONTROL

BOARD OF DIRECTORS

The corporate powers of the Company are vested in the Board of Directors consisting of not less

than seven nor more than twelve members in compliance with Article III, Section 1 of the

Company’s Bylaws and in compliance with W. Va. Code §33-5-3. The individuals serving as

members of the Board of Directors on December 31, 2018 were as follows:

Name and Address

William Marston Becker
Jupiter, Florida

Robert Charles Smith
Cleveland, Ohio

Kevin Joseph Craig
Hunting, West Virginia

Thomas Vincent Flaherty
Charleston, West Virginia

Business Affiliation

QBE Insurance Group

HPM Partners

Board Member Since

2009

2017

GP Natural Resources Partners 2015

Flaherty Sensabaugh Bonasso 2006

PLLC (Law Firm)
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Gregory Arthur Burton Executive Chairman, BrickStreet 2006

Charleston, West Virginia Mutual Insurance Company and
Motorists Insurance Group
Michael Lee Wiseman Retired 2017
Powell, Ohio
John Jacob Bishop Board Member, Motorist Mutual 2017
Marco Island, Florida Insurance Company and
BrickStreet Mutual [nsurance
Company
David Lynn Kaufman CEO, Motorists Insurance Group 2017
Worthington, Ohio
Dennis Brendan Sullivan The Nolan Company 2017
Simsbury, Connecticut
Stephen Glenn Roberts West Virginia Chamber of 2006
Charleston, West Virginia Commerce
William Gaston Caperton 111 Caperton Consulting 2013

Charleston, West Virginia

Robert Lee McCracken McCracken Mediations 2017
Manitowoc, Wisconsin

OFFICERS

The regular meeting of the Board shall be held immediately after the annual meeting of
shareholders, which is on the last Monday in July of each year. The officers of the Company shall
be a Chief Executive Officer, a Senior Vice-President, a Treasurer and a Secretary. Officers

serving as of December 31, 2018, were as follows:

Name Title
Gregory Arthur Burton Executive Chairman
David Lynn Kaufman Chief Executive Officer
Thomas Joseph Obrokta, Jr. President
James Christopher Howat Chief Financial Officer, and Treasurer
Marchelle Elaine Moore Corporate Secretary
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